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Economic Situation 


According to the Bank deutscher Lander’s Monthly 
Report for August, there has been a perceptible relaxa- 
Although the 


more than seasonal decline in industrial production dur 


tion in the German economic situation. 


ing June and July is partly attributable to special factors 
bad weather. summer holidays. inadequacy of install 
tions). it is obvious that in a number of sectors the 
pressure of demand has lessened, in comparison with re 
cent months. This applies particularly to construction. 
primarily as a result of growing financing difficulties and 


of increased costs. 


There has also been a relaxation in the basic materials 
and investment goods industries. Although in the latter 
group the volume of new orders booked was nearly as 
large in June as in the same month of last year. it ap 
pears that. in general, domestic orders have fallen; for 
eign orders, however. have continued to increase. In the 
basic materials industries. new orders exceeded turnovet 
by only 2 per cent in June, against 6 per cent in the same 
month last year. Particularly noticeable is th 


continuous 
easing in the steel market. 

Meanwhile. private consumption continues to increase 
In the first half of 1956, private consumer expenditure 
was about 12 per cent higher than in the same period of 
1955. A major factor in this development was the con 


tinuous increase in net income from wages. salaries. 


Europe 
Exchange Policy in Europe 
At the conclusion of the meeting of the OEEC Council 
Mr. Macmillan. the U.K. Chancellor of 
as chairman of the OEEC 


he was naturally greatly concerned at anvthing which 


in Paris in July 


the Exchequer, stated that 


introduced doubt, uncertainty, or speculation into Euro 
pean currency affairs. In a conversation with Dr. Erhard, 
the German Minister of Economic Affairs. Mr. Macmillan 
had been informed that the Federal German Government 
intends to maintain unchanged its present exchange ar- 
rangements and parity, and he reiterated that the state 
ment made in September 1955 on sterling exchange 
policy remained valid in all respects. Mr. Macmillan 
added that exchange rate policies would not be covered 


by the examination of European economic problems 


INTERNATIONAL MONETARY FUND 
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in West Germany 


pensions. annuities, and relief payments. Total gross 


wages and salaries in the second quarter of this year 
were more than 12 per cent higher than in the same 
period of last year, whereas industrial productivity in- 
creased by only 4 per cent. Nevertheless. over-all price 
developments have recently been remarkably stable and. 
according to the price indices, the average level of prices 
has not risen since last March. 

Although the inflow of foreign exchange was smaller 
of the banks con- 


thus reducing their need for refinanc- 


in August than in July, the liquidity 
tinued to increast 
ing by the central banking system. Significant for devel- 
opments in bank liquidity was also the fact that in the 
same period public deposits with the central banking 
system fell slightly, instead of increasing as previously. 
The majority of credit institutions used the inflow of 


funds for 


increasing credit expansion. Short-term bank credits de- 


improving their liquidity rather than for 
creased much more in July 1956 than in July 1955: for 
medium-term and long-term bank credits. the reduction 
n the rate of expansion. noticeable for some time. has 
continued, Bank commitments for mortgage credit on 


housing in July were only about half the amount in the 


same month of last year. 


Source: Frankfurter Allzemeine Zeitune, Frankfurt am 


Main, Germany September L. 1950. 


which the OEE( 
few months. 
Bank deutscher Lander. 


tikeln, Frankfurt am Main, Germany. July 20. 
1956. 


would be conducting during the next 


Source: fusziige aus Pressear- 


U.K. Gold and Dollar Reserves 


The U.K. gold and dollar reserves, which rose in each 
of the first seven months of this year by a total of $279 
million, fell in August by $129 million, to $2,276 million. 
While $4 million was received in defense aid, the sterling 
area’s July deficit with EPU required a gold payment of 
$51 million, and $3 million was paid to the creditors of 
the Union under bilateral settlements. The subscription 
of $14.5 million to the International Finance Corpora- 


tion was paid during the month, and there was a possible 
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payment of $10 million by London underwriters on the 
insurance of the Andrea Doria. This particular payment 
was reported to have been made on July 30, but it was 
not known at the time whether the amount would come 
out of the central reserves or out of the overseas balances 
maintained by underwriters against such contingencies. 

About $34 million will have to be paid to EPU in Sep- 
tember in settlement of the August deficit, but it is prob- 
able that some $180 million will be received in payment 
for the Trinidad Oil stock. 


Sources: The Times and The Financial Times, London, 
England, September 5, 1956. 


U.K. Investment 


Industry in the United Kingdom is expected to spend 
slightly less on capital goods in 1957 than the record 
total forecast for 1956. Provisional estimates published 
by the Board of Trade indicate that in manufacturing 
industry an increase of about 1 per cent in expenditure 
on plant, machinery, and vehicles in 1957 is likely to be 
offset by a decrease of 9 per cent in spending on building 
work. Total expenditure is likely to fall by about 1 per 
cent. In other industries—building, transport, distribu- 
tion, and property owning—the figures suggest that 
expenditure on plant, machinery, and vehicles will rise 
by 4 per cent, while expenditure on building will fall by 
6 per cent. Total outlays in this sector are also likely to 
fall by 1 per cent. Expenditure by shipping companies is 
expected to rise by 5 per cent because of the big tanker 
building program. The Board of Trade points out that 
companies do not normally settle their plans for future 
expenditure so early in the year. The forecasts upon 
which estimates of changes in expenditure between 1956 
and 1957 are based must therefore be taken to be very 
provisional and to contain a larger degree of uncer- 
tainty than those normally given to the Board of Trade 


in the autumn. 


Source: The Financial Times, London, England, Sep- 
tember 8, 1956. 


U.K. Stocks 


The value of stocks and work in progress in U.K. 
manufacturing industry rose by a little less than 3 per 
cent during the second quarter of this year. Provisional 
estimates published by the Board of Trade show that the 
index number for the total value of stocks and work in 
progress rose to 120 (end 1954=100) at the end of 
June, compared with 117 at the end of March and 113 at 
the end of last year. The value of stocks of fuel and 
materials scarcely changed, and the increase in the total 
was due to a rise in the value of stocks of finished goods 
and work in progress. There is no means of calculating 


the importance of price rises in the increase in the value 
of stocks, but the Financial Times points out that the 
index of basic materials prices showed no significant 
change in the second quarter. 


Source: The Financial Times, London, England, Sep- 
tember 8, 1956. 


French Government Loan 


The flotation of a special French Government loan on 
September 10 was announced early this month. The loan 
will bear 5 per cent interest and will be amortized in 15 
years through annual drawings. Amortization is tied to 
an index: the sums repaid to investors when the bonds 
are called will be increased by a percentage correspond- 
ing to any rise that may have occurred since 1955 in a 
special index of the prices of French securities; they 
will not be reduced below the nominal value of the 
bonds, however, if the index should decline. The index 
used is the average of the two security price indices now 
calculated by the French National Institute of Statistics 
(INSEE), namely, the index of French share prices and 
the index of French bond prices. The interest on the 
securities and possible capital gains will be exempt from 
the general income tax during the first five years. 

The primary purpose of the loan is to raise additional 
funds to meet budgetary military expenditure in Algeria. 
Should the total of subscriptions fall below 150 billion 
francs, certain taxes will be raised. These new taxes were 
approved by Parliament in August when it voted the 
military budget for 1956, but it was stipulated that they 
would become effective only if the amount raised by the 
loan should fall short of 150 billion francs. 


Source: Le Monde, Paris, France, September 5, 1956. 


Norway's Balance of Payments 


Preliminary figures for Norway’s balance of payments 
on goods and services show that the deficit fell to 
NKr 241 million (US$34 million) in the first half of 
1956, from NKr 524 million ($73 million) in the same 
period last year. Most of the improvement is accounted 
for by an increase in net freight earnings, which rose by 
NKr 248 million, to NKr 1,325 million; the trade bal- 
ance remained almost unchanged. 

Figures for capital transactions are incomplete. Dur- 
ing the first half of the year, the Government borrowed 
NKr 19 million abroad. Shipowners borrowed NKr 364 
million in connection with imports of ships, and other 
private borrowing amounted to NKr 54 million. On the 
other hand, public and private amortization payments 
amounted to NKr 91 million. The foreign exchange hold- 
ings of the Bank of Norway, foreign exchange banks, 
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shipowners, and insurance increased by 
NKr 226 million. 
Source: Statistisk Sentralbyra, Aktuell Statistikk, Oslo, 


Norway, August 31, 1956. 


companies 


Norwegian Power Projects 


The Norwegian Waterways and Electricity Board re- 
ports that some 60-70 of the planned power plant projects 
are presently under way or are about to be started. 
According to approved programs, the installed generating 
capacity of the nation’s power plants will be increased by 
over 1,400,000 kw. between now and 1960. In subsequent 
years, another 860,000 kw. will be added. About 4,600 
workers are now engaged on power development projects. 

The program calls for a 330,000 kw. increase in the 
installed capacity this year, about 340,000 kw. in 1957, 
another 360,000 kw. in 1958, and 380,000 kw. in 1959. 
The annual increase corresponds approximately to last 
winter's peak load in Oslo, which reached 365,000 kw. 
Well over NKr 500 million, or about a third of the total 
invested in industry and mining, is spent every year to 


develop more hydroelectric power for Norway. 


Source: Norwegian Information Service, News of Nor- 
way, Washington, D.C., August 30, 1956. 


Finland's Foreign Payments Position 


As customary in the second quarter of the year, Fin- 
land had a deficit in foreign transactions during April- 
June 1956. The deficit, which amounted to Fmk 9 billion 
(US$39 million) and was as great as the deficit in the 
second quarter of 1955, affected all the main groups of 
currencies except dollars, the holdings of which increased 
by Fmk 1 billion ($4 million). The reserve of EPL 
currencies was reduced by more than Fmk 6 billion 
($26 million), and Eastern currencies by nearly Fmk 3 
billion ($13 million), while net liabilities in other cur- 
rencies increased by Fmk | billion. Including the decrease 
of the first quarter, the reduction in the gold and foreign 
exchange reserves of the Bank of Finland during the first 
half of this year amounted to more than Fmk 10 billion 
($43 million), whereas in the first half of 1955 the de- 
crease was only Fmk 4 billion, owing to a surplus in the 
first quarter. The change this year was due primarily to 
a reduction in export receipts. 

The economic and financial measures introduced in 
the spring have tended to increase the inflationary pres- 
sure, but the Bank of Finland’s possibilities of maintain- 
ing the high level of imports, which for more than a year 
has formed an essential part of its restrictive monetary 
policy, are diminishing as a result of the decline in 
export earnings. For the second half of this year, earn- 


ings in Eastern currencies may exceed the corresponding 


figures for last year, and the reserves of these currencies 
at the end of the year will probably be at the same level 
as in December 1955. For the principal Western curren- 
cies, however, the decrease in reserves during the first 
six months may not be fully compensated during the 
second half of the year. Since the outstanding amount 
of import licenses in these currencies increased by 
Fmk 14 billion last year, and amounted to Fmk 43 billion 
($187 million) in December 1955, it has been necessary, 
for reasons of external liquidity, to restrict licensing for 
controlled imports. During the first half of 1956, licenses 
issued in leading Western currencies totaled Fmk 55 bil- 
lion ($239 million), or Fmk 11 billion less than during 
the first half of last year. Although a further reduction 
in licensing is likely, payments for imports during the 
second half of this year will probably equal payments in 


1955, because of the large stock of outstanding licenses. 


Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, August 1956. 


Foreign Trade of Finland 


The markets for Finland’s principal export articles 
this year have been rather uneven, yet reasonably satis- 
factory on the whole. The output of most qualities of 
cellulose and paper is booked until the end of the year. 
On the other hand, the sales of sawn goods and plywood 
for delivery during the current year are no more than 
60-65 per cent of the corresponding quantities in 1955. 
No substantial changes have occurred in the export 
markets for metal products, of which the greater part 
is disposed of in the Eastern countries. Prices of wood 
products in the first half of this year were lower by 
+ per cent than during the first half of 1955; but as prices 
of paper products increased, the average level of export 
prices remained more or less unchanged. Import prices 
rose by some 3 per cent, thereby lowering the ratio of 
export prices to import prices to 139 (1935=100), from 
144 for January-June 1955. 


The value of exports in the first half of this year was 
Fmk 70,752 (US$308 million), or about 
Fmk 2,000 million less than during the first half of 1955. 


Apart from the weakened markets for wood and wood 


million 


products, the decrease was due, in the main, to the 
exceptionally cold winter, which hindered transportation, 
and to the strike in March. 


The half-yearly value of imports was higher than ever 
before, amounting to Fmk 92,950 million ($405 million), 
13 per cent more than during January-June 1955. The 
most important change was an increase of 39 per cent 


in machinery and in means of transport. 


The normal trade deficit for January-June this year 
was heavier than usual, Fmk 22.197 million ($97 million). 
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kimk 9.269 million 


»» 


($40 million) last year and 
$10 million! in 1954. 

Finland, Wont 

August 1956 


i} 
minion 


Helsinki. 


Freezing of Wages and Prices in Iceland 


After egolual ! th the employers and farmers 
nizations, celan Government has announced 
immediate price at age freeze for the whole econ- 
my. This drastic measure. whict r the time being is 
to remain force only unt ? nd of this vear, is 
intended to check. at I jonally. the continuing 
price and wage spiral Als { ect oO gain more 
time tor the 


implementation ol a sweeping long-term 


reform. The cost of living index March 1L950—= 100) 
reached 185 in July. compared with 165 a year earlier 
On the bi i tl cen lal pri increases. the 
existing nsation arrangement wo ild have en- 


tilied the wo a new 0 per cent wage rise in Sep 


tember. 


With new wage 


\“ uld 


inflationary pressure 


reases, the 
certainly have developed more. The coalition gov- 
ernment, which has been opposed to new wage Increases 


as a matter ol prin ple has succeeded in convincing 
the union leadership of the need for stabilizing wages 


provisionally, and in obtaining the agreement of the 


unions for the implementation of a general wage and 
price freeze. There appears to be an awareness of the 
fact that continuous domestic cost increases would seri 
ously endanger the ¢ ympetitiveness ol Icelandic fish prod 
ucts in trade with the Western countries, and also make 
more difhcult further development of trade with the 


Soviet Union and other astern European countries. 


Zeitung, Zurich. 


1950. 


Source: Veue Zurcher Switzerland, 


se ptembe ro 


Reduction of West German Bank Rates 


The Council of the Bank deutscher Lander announced 

m September 5 a reduction from 5!» per cent to 5 per 

cent in the discount rate, and from 6 per cent to 0 per 

cent in the rate on loans of the Land central banks. This is 

the first relaxation in the restrictive credit policy which 

was inaugurated on August 3, 1955 and which has been 

reinforced several times since then (see this Vews Survey, 
Vol. VIIT, p. 375). 

vart from the easing in the domestic economic out 

the situation in the capital market, which was 

rely affected by the earlier rate increases, appears 

to have had a particular influence on the decision of 

the Council. However reports from Germany state that 

the cheapening of interest rates should not be considered 


a fundamental change in the credit policy of the Bank 


deutscher Lander since the relaxation is only minor 


the discount rate, at 5 per cent, continuing very high 
and the central banking system has other tools available. 
particularly the minimum reserve requirements and the 
credit institutions’ rediscount ceilings. which could be 
put into operation at any time, possibly with even more 
restrictive effect. 

Sources: Bank deutscher Lander. Ausziige aus Pressear- 
tikeln, Frankfurt am Main, Germany. Septem- 
Diisseldorf, Ger 


ber 7. 1956: Handelsblatt, 


many. September 7, 1956. 


West Germany's Foreign Trade 


Phe total value of imports of the Federal Republic of 
Germany and West Berlin in the first half of 1956 
amounted to DM 
DM 14.480 million 


imports increased by DM 1,678 million (14.7 per cent) 


13.070 million, and exports were 


Compared with January-June 1955 


and exports by DM 2,380 million (19.7 per cent). Thus, 
1.410 million, from 
DM 708 million in the first six months of 1955. 

In trade with the OEEC area. reached 
DM 10.603 million this year, and imports were DM 8,227 


the export surplus rose to DM 
exports 
million. During the year. German sales increased by 
DM 1,608 million (17.9 per cent) and German pur 
chases by only DM 479 million (6.2 per cent); the 
export surplus rose from DM 1,247 million to DM 2.376 
Exports to the Netherlands, the United King- 


dom, Belgium-Luxembourg. 


million 
France, and Switzerland 
increased particularly. 

There was a significant expansion in trade with the 
countries of the freely convertible currency area. Im- 
ports rose to DM 3,138 million, an increase of DM 1,025 
million, or 48.5 per cent, over the first half of 1956; and 
exports were DM 1,792 million, an increase of DM 383 
million, or 27.2 per cent. Trade with the United States 
purchases from the United 
States rose from DM 1.573 million to DM 2.431 million 
and sales to the United States from DM 728 million to 


DM 967 million. The import surplus with the freely 


expanded in both directions: 


convertible currency area, which had been DM 703 
million in the first half of 1955, reached DM 1.345 mil 
lion in the first half of 1950. 

About three fourths of the increase in imports between 
the first half of 1955 and the first half of 1956 consisted 
of industrial goods: the relation to total imports remained 
nearly unchanged at 68.6 per cent. The greatest expan 
sion, absolutely as well as relatively, was in imports of 
raw materials, whose value rose by DM 620 million, o1 
19 per cent, to DM 3,964 million; half of this increase 
was in coal. Imports of manufactured goods increased 
by DM 377 million, or 18 per cent, to DM 2,456 million; 
there was a particularly noticeable expansion in ma- 
chines, rolling mill products, chemicals, fabrics, and 


ships. 
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By far the largest part (five sixths) of the increase in 
exports was in manufactured goods, whose sales rose by 
DM 2,011 million, or 21 per cent, to DM 11,418 million. 
Particularly affected were goods which for a long time 
have represented Germany's major exports, i.e., ma- 
chines, rolling mill products, motor vehicles, electro- 
technical products, ships, chemicals, and iron end- 
products. 
fussenhandelsdienst, Cologne, Germany, Au 


ist 9, 1956. 
Middle East 


Interest Rates on Development Loans in Israel 


Source: 


ou 
gl 


Israel's Ministry of Finance announced on August 28 
the approval of a reduction in interest payable on devel 
opment budget loans to industrial enterprises in develop 
ment areas. Interest on loans of up to 1£400,000 has 
been reduced from 7.5 per cent to 6.5 per cent, and 
service charges have been lowered from 2 per cent to 
0.6 per cent. On loans of more than 1£100,000, the 
interest rate will be 6 per cent. 

It is also reported that the Ministry of Finance has 
submitted to the Parliamentary Finance Committee i 
bill designed to promote by tax concessions economi 
development in the Negev and other border areas. Under 
a proposed amendment to the income tax law, owners of 
enterprises in new settlements located in these areas 
would be authorized to deduct additional amounts fo1 
depreciation. Other proposed amendments provide that 
persons living in such settlements for at least one year 
would be exempt from income tax on the first 1£100 of 
monthly income earned there. This tax relief would 
apply to Negev and border settlements for the first eight 
years after their establishment: in other new settlements 
it would apply for only the first four years. Persons 
performing public services in such settlements (e.g., 
doctors and teachers) would also benefit from the pro 
posed tax relief if they should live there for at least 
twelve consecutive months, 

It is the hope of the Minister of Finance and the 
Director of State Revenue that these measures will 
serve as a further inducement to workers to settle in 


development areas and border settlements. 


Israel, Au- 


Sources: The Jerusalem Post, Jerusalem. 


gust 26 and 29, 1950. 


Yarmouk Development Project 


The mixed Yarmouk Commission, appointed by the 
Syrian and Jordanian Governments in 1953, recently pro 
posed a plan for a limited project on the Yarmouk River. 
A decision was made by the Commission to present the 
two Governments with a request fon JD 250.000 to cover 


the costs of final studies on the plan proposed by 


Mr. Simansky of the FAO. The Simansky Plan will cost 
1D 3.700.000, and it can be completed within three or 


four years. It consists mainly of the construction of the 
East Ghor Canal, which will divert Yarmouk water 
from the vicinity of Adasijya to the lands east of the 
Jordan mainstream. 

The comprehensive Baker-Harza Master Plan, which 
was submitted to the Jordanian Government in July 1955, 
was to cost about $170 million; it aimed at the full de- 
velopment of the Yarmouk tributary, in addition to the 
withdrawal of 155 million cubic meters annually from the 


Jordan mainstream. 


Source: Le Commerce du Levant, Beirut, Lebanon, Au- 


gust 25, 1956. 


Iran's Border Trade Regulations 


nisters has approved the 
ng Iran’s border trade: Im- 
ch trade may sell them in 
part of the cour lhe imports, however, are not 
to exceed Rls 200,000 per annum and are subject to an 
equivalent export to the border areas. This export re- 
quirement does not apply to residents of border areas and 


‘ 


raftsmen who have obtained foreign currency through 


their work. 


urce: Keyhan, Tehran, lran, September 4, 1956. 


lran-German Trade Agreement 


Both Iran and the Federal Republic of Germany have 
given notice that their trade and payments agreement, 
which is due to expire on September 29. 1956. will not 
be renewed. During the period from September 29, 1955 
to June 30, 1956, imports from Germany had amounted 
to $34.4 million and exports to that country had been 
$10 million, so that the trade balance was unfavorable 


for lran in the amount of $24.4 million. 


Source: Keyhan, Tehran, lran, September 3, 1956. 


lran-U.5.5.R. Financial Agreement 


In the course of negotiating a new trade and payments 
agreement with the U.S.S.R.. it was agreed that. to import 
goods from the U.S.S.R.. Iran may 


with the State Bank of Mose: 


utilize its deposit 
w which arose during World 
War II. In the fiscal year 1955-56, $1.5 million of the 
riginal $8.6 million deposit was utilized to import wheat, 


railroad ties, and cement. 


Source: Aeyhan,. Tehran. Iran. September L, 1956. 


Far East 


Ceylon-Czechoslovakia Trade Agreement 


Under a three-year agreement for economic coopera- 


tion, recently concluded between Ceylon and Czechoslo- 
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vakia. capital goods will be supplied by Czechoslovak 
agencies on separate contracts to Ceylon. The proceeds 
from the sale of these goods will be used to pay for 


Ceylon products bought by Czechoslovakia. 


The capital goods to be provided by Czechoslovakia 
include machinery for sugar and cement factories and 
buses for Ceylon’s proposed nationalized transport. The 
services of Czechoslovak experts and consultants will be 
put at Ceylon’s disposal, and facilities for training and 
granting scholarships to Ceylonese nationals will also be 


made available. 


Czechoslovakia’s chief interests in Ceylon are rubber, 


coconut, coconut oil, plumbago, and spices. 


Source: The Financial Times, London, England, Au- 
gust 27, 1956. 


Thailand Tobacco Exports 


Thailand has exported about 4.5 million pounds of 
flue-cured tobacco since October 1955. Most of this was 
shipped during December 1955 and January and Febru- 
ary 1956, and was destined mainly for the United King- 
dom and continental Europe. The tobacco for export 
to the United Kingdom was supplied, with government 
approval, by the Thai Tobacco Development Company, 
formed by tobacco producers and curers. The average 
export price of the tobacco was equivalent to about 17 
U.S. cents per pound. 


Source: Department of Agriculture, Foreign Crops and 
Var kets, Washington, D. C., August 20, 1956. 


Payments Agreement Between Laos and Cambodia 


\ payments agreement concluded between Laos and 
Cambodia on August 2 will be valid for one year as of the 
date it is signed by both contracting parties; it is auto- 
matically renewable for one-year periods unless notice 
of termination is given by either party three months be- 
fore expiration. All current payments between the two 
countries will be channeled through this agreement, which 
also provides for capital movements between the two 
countries compatible with equilibrium in the balances of 


payments. 


In order to implement the agreement, the national bank 
of each country will open in the name of the other a 
noninterest-bearing account in the currency of the other 
(riels for Cambodia and kips for Laos). The balance due 
to either country will be settled biannually, preferably in 
the national currency of the creditor country. If the 
debtor country cannot pay in the creditor's currency, it 
will discharge its debt either in g 


dollars, or sterling at the option of the creditor, or in any 


gold, French frances, U.S. 


other currency acceptable to the creditor country. The 
agreement provides for a line of credit of 35 million riels 
or 35 million kips; any balance in excess of this amount 
becomes due immediately, and payment is effected in the 
manner described above. Likewise, if either the riel or the 
kip should be revalued, the balance owing to the creditor 
as of the date of change in parity becomes immediately 
due and payable on the same conditions as above. Pay- 
ment of any debit balance for one of the foregoing 
reasons must be made within ten days. After that time, 
the debit balance starts to bear interest of 2 per cent per 
annum, computed on the basis of the total debit balance 
as of the date it becomes payable. The parity between 
the riel and the kip is defined with reference to their 
parity with the U.S. dollar, i.e., 35 riels and 35 kips per 
dollar. 


Source: Banque Nationale du Cambodge, Bulletin Men- 
suel, Phnom-Penh, Cambodia, August 1956. 


Cost of Living in Viet-Nam 


Vietnamese cost of living indices show that the general 
index (including rent) for a middle-class family increased 
by 5.6 per cent during the first half of 1956, and the index 
for a working-class family rose by 6.2 per cent. For the 
middle class, wages of servants increased by 10.8 per 
cent; the cost of items in the miscellaneous group, cover- 
ing all items except food, rent, servants, and clothing, 
rose by 6.8 per cent; foodstuffs rose by 5.8 per cent; and 
clothing increased by 2 per cent. For the working-class 
families, the clothing group increased by 9.1 per cent, 
food rose by 7.1 per cent, and miscellaneous expenditures 
increased by 5.5 per cent. 

The cost of living increase in the first half of 1956 is 
in contrast to the over-all stability in the first half of 
1955. Even though at that time Viet-Nam was still making 
most of its purchases on the French market at prices 
higher than prices in world markets, the channels of 
trade were functioning smoothly enough to supply Viet- 
namese consumers adequately. The disruption of trade 
channels which followed the receipt of direct U.S. aid and 
the shortage of francs resulting from the repatriation of 
the French expeditionary corps encouraged speculative 
hoarding by middlemen and delayed considerably the 
actual delivery of goods to the Vietnamese market. The 
continuous rise in the cost of living has become the main 
concern of the Government, which has recently taken 
strict measures to eliminate speculators from the import 
trade in an effort to improve the distribution of con- 


sumer goods. 


Sources: Banque Nationale du Viet-Nam, Bulletin Econo- 
mique, Saigon, Viet-Nam, February 15/29 and 
July 31, 1956; Marchés Coloniaux du Monde, 


Paris, France, June 23, 1956. 
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Viet-Nam’s Trade Balance 


Viet-Nam’s imports in the first half of 1956 amounted 
to 3.6 billion piastres, while exports were only 0.6 billion 
piastres; thus there was a deficit of 3 billion piastres. In 
the first half of 1955, imports totaled 4.6 billion piastres 
and exports were | billion, leaving a trade deficit of 3.6 
billion piastres. Even though the absolute size of the 
deficit was reduced in 1956, the percentage of imports 
covered by exports fell from about 22 per cent to about 
17 per cent. 


The deterioration is explained mainly in terms of the 
lack of rice exports during the first half of 1956. Nor- 
mally, the first half of a year is the rice export season. 
During the worst war years, Indochina still managed to 
export some 200,000 metric tons of rice annually. The 
fact that rice has not been exported so far in 1956 
is due to the drought conditions during the time of trans- 
planting last year, to insecurity in rice-producing areas, 
and to the farmers’ lack of confidence in the currency, 
which leads to hoarding. A further reason for the wor- 
sening of the trade balance is the drop in the rubber price 
at the beginning of the year. 

France is still Viet-Nam’s main supplier, although im- 
ports from France now represent only 27 per cent of total 
imports, against 68 per cent in the second half of 1955. 
Next in importance are the United States, Japan, and the 
Federal Republic of Germany. The decrease in France's 
share of the market in the first half of 1956 was due to 
reduced sales of cotton piece goods—which cannot com- 
pete with Japan’s—and of foodstuffs, which must now be 
purchased in the United States. French exports of luxury 
and semiluxury products to Viet-Nam also decreased, as 
a result of Viet-Nam’s austerity policy. French iron, pig 
iron, steel, rubber products, electrical equipment, and 
chemicals have been able to hold their own, however. 
Viet-Nam’s main customer is still France, which took 
71.7 per cent of Vietnamese exports during the first half 
of 1956, against 26 per cent during the corresponding 
period of 1955. The increase was due to larger rubber 
purchases. French purchases would have been even 
greater if Viet-Nam had been in a position to supply the 
large quantities of rice which France traditionally pur- 
chases for its overseas territories. 


Source: Le Monde, Paris, France, August 23, 1956. 


Export-Import Bank Cotton Credit to Japan 


A credit of $60 million to finance the export of U.S. 
cotton to Japan was announced on September 6 by the 
Export-Import Bank of Washington. The credit, of one 
year's duration, was made to the Bank of Japan, which 
has designated certain Japanese commercial banks as 
agents in financing cotton purchases under the credit. 
The Japanese banks, in turn, will utilize the services of a 


group of 22 U.S. banks in arranging purchases. This is 
the sixth credit of this type to be established in favor of 
the Bank of Japan since 1951, the total of the credits 
amounting to $320 million. 

At current export prices, approximately 400,000 bales 
of cotton can be furnished by the credit. It is estimated 
that Japan will require imports of about 2.2 million bales 
during the 1956-57 crop year. Including cotton financed 
under the new credit, Japan may import almost one half 
of its requirements from the United States. 

Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., September 6, 1956. 


United States and Canada 


U.S. Commodity Credit Corporation Operations in Fiscal 1956 


The Commodity Credit Corporation (CCC) of the U.S. 
Department of Agriculture had an investment of $8.: 
billion in the price support program at the end of the 
fiscal year 1956. Of this, $6.0 billion was in inventories 
of farm commodities and $2.3 billion was in loans to 
farmers. The total investment was 17 per cent higher 
than a year earlier. The loss on price support operations 
in fiscal 1956 was $975 million; in the previous year it 


~~ 


had been $799 million. 


Differential payments to exporters of wheat under the 
International Wheat Agreement amounted to $90 million 
in fiscal 1956, about 72.7 cents per bushel on the 123 
million bushels shipped under Agreement terms. Com- 
modities delivered by the CCC under barter contracts 
were valued at $299 million, of which about 39 per cent 
was wheat and 26 per cent was corn; bartered strategic 
materials delivered to the CCC during the year were 
valued at $167 million. 


Source: Department of Agriculture, Commodity Credit 
Corporation; Report of Financial Condition and 


Operations as of June 30, 1956, Washington, D.C. 


U.S.-Canadian Investment and Trade 


According to a U.S. Government survey, the earnings 
of U.S.-owned subsidiaries and branch plants in Canada 
during 1955 were US$600 million. This compares with 
total corporate profits in Canada equivalent to US$3,000 
million, and with earnings of US$1,550 million in those 
sectors—oil, mining, and manufacturing—in which the 
U.S. companies are largely concentrated. Of the total 
earnings of U.S. companies, almost exactly one half was 
transferred to the parent concerns and one half was re- 
invested in Canada; the proportions remitted, however, 
varied widely between industries, being especially low 
in the expanding oil industry and considerably higher 


in the longer-established manufacturing concerns. 
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Another aspect of U.S. investment in Canada shown by 
the survey is its importance in the export industries sell- 
ing largely in the U.S. market. In 1955, 13 commodities, 
mainly raw or semiprocessed materials (paper and paper 
Lase stock, lumber, iron ore, nonferrous metals, oil, as- 
bestos, and fertilizers) accounted for almost two thirds 
of all Canadian exports to the United States; of these 
exports, more than half—equivalent to 35 per cent of 
total Canadian exports to the United States—were pro- 
duced by U.S.-owned companies. 

Source: The Financial Post, Toronto, Canada, Septem- 


ber 1, 1956. 


Latin America 


Export-Import Bank Loans to Chile 


Two credits totaling US$27.8 million to finance U.S. 
equipment and services required for modernization and 
expansion programs of nitrate companies in Chile have 
been announced by the Export-Import Bank of Washing- 
ton. The Anglo-Lautaro Nitrate Corporation received 
a credit of $16 million and Cia. Salitrera de Tarapaca y 
Antofagasta (CSTA) one of $11.8 million. The main 
purpose of the programs of both companies is to improve 
operating efficiency and to reduce costs. The Bank’s 
credits will finance almost three fourths of the total ex- 
pansion cost of the two companies. 

The expansion programs are expected to enable Chile 
to maintain its share of the world nitrate market. Pro- 
duction of synthetics has caused a comparative reduction 
in demand for Chilean nitrates in some areas, particularly 
in the United States. 


taxation program conducive to new investment and a more 


Adoption earlier this year of a 


equitable exchange rate for nitrate encouraged the com- 

panies to go forward with plans for expansion. 

Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C.. September 6, 1956. 


Ecuador's Import Policy 


Following requests from business groups, the Mone- 
tary Council of Ecuador has moved three important 
items to Imports List 1, for which foreign exchange is 
available at the official market rate. Asbestos ducts and 
water piping, neither of which is produced in Ecuador, 
were shifted because the great need for these products in 
the construction industry had raised their prices to un- 
precedented heights. The third item transferred is type- 
writer repair supplies critically needed by the recondi- 
tioning industry. 

Source: Interamerican News Bureau, Inc., /nteramerican 
Business Journal, New York, N. Y., August 18, 
1956. 


Bolivian Agricultural Output and U.S. Aid 


An agreement has been signed by the Bolivian Gov- 
ernment and the International Cooperation Administra- 
tion (ICA) for the emergency delivery by the United 
States of 8,000 tons of rice and 5,000 tons of wheat, at 
a cost of approximately US$2.3 million, to alleviate the 
food shortage in Bolivia resulting from drought and un- 
seasonable frosts. The Bolivian Ministry of Economy 
has announced that 27,000 tons of wheat and 7,000 tons 
of flour, to be obtained under the regular ICA food 
import program for the fiscal year 1957, would be made 
available to Bolivia for distribution during the last 
quarter of 1956. 

Sources: The Wall Street Journal, New York, N. Y.., 
September 4, 1956; Department of Commerce, 
Foreign Commerce Weekly, Washington, D. C.., 
September 10, 1956. 


Argentine Approval of Membership in Fund and Bank 


The Government of Argentina has enacted a law ap- 
proving the country’s membership in the International 
Monetary Fund and the International Bank for Recon- 
struction and Development. The Central Bank of Ar- 
gentina is authorized to pay 25 per cent of Argentina’s 
quota of US$150 million in gold and to issue nonnegoti- 
able, noninterest-bearing securities for payment of part 
of the subscription due in Argentine national currency. 
lhe Central Bank will be a depository of the Fund and 
the International Bank, and will act as fiscal agent for the 
Argentine Government in its relations with these organi- 
zations. 


In the preamble it is stated that Argentina deems ap- 


propriate the quota of US$150 million because it is in 
agreement with the quotas assigned to other member 
countries of the Fund, but it adds that Argentina has 
made a reservation of its right to apply for an increase 
in its quota whenever a general revision of quotas of 
Fund members may take place. 


Source: La Nacion, Buenos Aires, Argentina, Septem- 
ber 1, 1956. 
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